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ALLIANCE-MIDMED MEDICAL SCHEHE

ANNUAL PINANCIAL STATEMENTS
for tha yasr anded 31 Decembar 2018

STATEMENT OF RESPONSIBILITY AY THE BOARD OF TRUSTEES

The Trustaes are responsibla for the preparation, integrity, and fair presantation of the annual finuncal statamants of AMance-Midmed Hadieal
Scheme {“tha Scheme"). The annual financial statements presented on pages 10 to 28 hava been prepared In accordencs with Intemational
Fisaincia! Reporting Standards (MIFRE™) end the Medical Schemes Act 131 of 1998, #5 smanded and include smountz based en judgements and
atimates.

The Trustees afe salisied that the Information contalned in the annuel financial slatsments faltly prasents tha results of operations and cash
fiows for tha year and the Anancisl position of the Schenta at yesr-end. The Trustaes alto prepared tha addtional Information Includad In the
Boald af Trustees annual report and ara responsible for both its accuracy mid ke eonsislency with the srual nandlal statemants.

Tha Scheme operates In 2 wall-sstablishad control envimonment, which ks thorsughly documented and reguiarly reviewed, This Incsrparates
itk management and hiternal contrel proceduras, which ara designed to provids masonable, but hot abwlutm, asstirance that assels are
salegunyded and the sisks facing the Schéme ara being controlizd, No avent or Rem his come to the altention of the Board of Trustees that

Indlcates any matertsl breakdown tn the functioning of the key inberna| controls and systems duting the year under review.

The going concem basls has been adopied la preparing the spvel Nnencial atatepients. Tha Cobndl for Medical Schamas announssd in 2017
that [t Intends ko consolidate smsller schames (nto bigger risk pools in onder to allgn with the longar-term funding objaciives of tha National
Henlth Insurants Scheme. This [nliiative s, however, likaly to face meny challenges befort It becomes reality and thers Is fo indication thet
tha Schame WHl cedse to exdst in tha short to madium term. Accordingly; the Trusteas hava no reason to betleve that the Scheme will not be s
poing concern for the foreseeable future based on these annuzl finandsl datemants, forecagls and avalinble cash ressurces.

The Board hes aat strategle objectives and raview the progress agalnst the ohjectives on an annual basts, Part of this process Is i mviaw Be
risk policy and matrix and tho Bosrd s1zt on 8 July 2017 snd 22 Ocober 2018 In this regard, The Board siso review sections of tha risk matrix
ot ech meeting be ensure that e Hsk managemant process remalns valld and current. Tha Bosrd considers Ws risk policy and mabrx to
aftactively address the risks, sxpasuras snd reaponse. The Board, at R annual strategy meeling alm constders compliance and whather the
fratmewiork sa specificolly set out [n the Audit, Rigk and Compilsnce Committes mandste Js volld and affective.

During tha period undar review the Baard hay not lken and Is not aware of any undud riske that falls ulxide Its tolavance levels sne/ oF that
could lead to unexpected material loss.
“The Schama has aot, during the periad undar review, bean penatised; sanciioned or fined for rapulatory contraventions or non-compliences:

During 2018 an independent audit, risk and compliznce committes (previvos sudit commiites) wos appainted in the menner ss prascribed In
the Scheme's registared rules and constituted In secardance with thi provisions ¢f the Act. Tha Schama appolnted BOO 3 [t extaral suditor,
after » thorough evalualion prucess, foBowlng mambar's parmission at the 2018 Annual Ganaral Meating,

The appointmant of the soditor took affect an L5 August 20,18 once It was approved by the Registrar for Medical Schwmer ond the incumbent
auditer did net vacabe his/haer offies prior to the expiration of the period for which he/she was appoiniad,

Tha Schemne s commftted to the principlet and practica of falmess, cpenness, integeity ang acsoemtalifity In aif deplings with itx stalieholdens,
The Bcheme sbbscribes (o the highest standards of gevernance, following refevant trameworks such as King 1V wharsver applizable, The
Schema’s extemal aldRors have audited the Annndinl stataniants in tarme of Internationsl Standards on Auditing and thair report Is prasanted

on papes 7 - 10,
There wos no requeasts for S¢heme information under the Prometion of Avcess to Informtion Ack, .
‘The Board's shllossphy Is 4130 to, In a3 for a3 It is practically snd finandally poésible, to sdhere ko non-binding sulas, codas and standuends,

The Board meet regutady and monitor the performance of the Schams and B nervice providers, They addrass & range of key [ssues and
ansune that discussion of ltems of policy, stratcay and performence Is aritheal, Informed and constructive,

Member Representative Trusteas ara slacted svery three years and comprise 50% of the Board, During 2018, elactions wera held, and new
Board Mefmbent appointed. Board membens recelve extensive training and all Truatess hova access to the advica and servicas ¢f the Principsl
OMcar and, In compliance with Scheme policies, may seek Indapsndent, profassional advice at tha expense of tha Schama.

The Board adheres to & pifts polley and munage patantis! conflicts af Interast through veluntary disclosures end parlodic legel checks. Board
mambers ere 330 members of the Schame, Thalr cantribUtions and dalms are raported and mansged at sarme-tength 8t for membars,

The Board halds an Annusl General Mesting, fully compliant with the notificetion, agends, content and disciosure requirements, In terms of Its
Rules and ax specifiad by the Reguiator,

The Board embarked oh & comphaacs prefect to bs compliant with the gand govemence requiremants contalned -t King 511 Report; and
then tha King IV repoit, by 2021 to 2023, =

The annual financial stetements wara approvad by the Bonrd of Trustass on 24 Aprl 2019 and are siqned on

Chalrparson
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ALLIANCE-MIDMED MEDICAL SCHEME
Registration number: 1465
REPORT OF THE BOARD OF TRUSTEES

for the vear ended 21 December 2018

1. DESCRIPTION OF THE MEDICAL SCHEME
1.1 Terms of registration

Alliance-Midmed Medical Scheme ("the Scheme") is a non-profit restricted membership medical scheme registered In terms of the
Medical Schemes Act 131 of 1998, as amended ("the Act"). Its membership Is restricted to employees who work for Columbus Stainless
{Pty) Ltd and associate companies.,

1.2 Benefit options within Alllance-Midmed Medical Scheme
The Scheme offers one benefit option.
1.3 Personal Medical Savings Account

The Scheme offers a 8% member savings account and pays for most of the benefits through the Major Risk Pool.

Unexpended savings amounts are accumulated for the benefit of the member and up to the 30th September 2017, interest accrued on
balances at the effective average interest rate of the funds invested by the Trustees on member's behalf, Effective 1st October 2017, the
Scheme rules where changed and interest no longer accrues to positive savings balances.

The liability to the members in respect of the Personal Medical Savings Account is reflected as a current liabllity in the annual financial
statements, repayable in terms of Regulation 10 of the Act. Subsequent to the Constitutional Court judgement on personal medical
savings accounts there Is no longer a reguirement to separately disclose the savings “assets”. These now form part of the scheme
assets.

In terms of the regulations of the Act and the rules of the Scheme, the Personal Medical Savings Account is underwritten by the Scheme.

2. MANAGEMENT

2.1 Board of Trustees in office during the vear under review znd zt the date of this report:

F1 Mabhena Trustee (Chairperson - resigned 15 August 2018) Employer Representative Trustee
V Roach Trustee - resigned 14 March 2018 Employer Representative Trustee
SO Muller Trustee (Chairperson - from 15 August 2018) Member Elected Trustee
C Kritzinger Trustee Member Elected Trustee
M Otto Trustee - resigned 31 December 2018 Employer Representative Trustee
G Le Roux Trustee - resigned 29 June 2018 Member Elected Trustee
R van Coller Trustee - appointed 1 July 2018 Emplover Representative Trustee
D Martin Trustee - elected 1 July 2018 Mamber Elected Trustee

The trustees took office in July 2018. Three trustees are appointed and three trustees are elected. Three co-opted observers are Invited
to attend the Board of Trustee meetings in order to provide continuity when trustees resign.

Board elections are performed according to the Scheme policy, with the objective to have a knowledgeable and representative Board that
acts In the best interest of the Scheme and all its beneficiaries. First there is a call for nominations, whereafter the nominee's acceptance
is obtained, checks are done to confirm that they meet the legal reguirements. An open electlon and fomal appointment follows,
whereafter the appointed Trustees are provided with extensive training and tools to perform the task at hand.

As the Scheme is a restricted scheme, all trustees are members of the Scheme and are therefore not independent. Trustees perform a
regular self assessment where training needs are identified.

Two Trustees resigned and two new Trustees were appointed during this perlod.
The Trustees are not remunerated for their services by the Scheme.

2.2 Principal Officer

JH Hartzenberg

Postnet Suite MW60

Private Bag X1838

Middelburg

1050

2.3 Registered office address and postal address:

Private Health Administrators (Pty) Limited.

3rd Floor P.O. Box 343
Pharos House Westville

70 Buckingham Tesrrace 3630
Westville

362G
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ALLIANCE-MIDMED MEDICAL SCHEME
Report of the Board of Trustees
for the year ended 31 December 2018

2. MANAGEMENT (continued)
2.4 Scheme Administrator
The Scheme is administered by Private Health Administrators (Pty) Limited ("PHA"),

2.5 Consultants

Dr C De Nobrega and Dr R Odes performed the duties of Scheme Medical Advisor.
2.6 Bankers

First National Bank

2.7 Independant Auditors

BDO Scuth Africa Incorporated

Wanderers Office Park Private Bag X60500
52 Corlett Drive Houghton

Illovo 2041

2196

2.8 Investment managers during the year

Old Mutual Wealth Prudential Portfolic Managers (SA} (Pty) Ltd
Nol Mutual Place P.0. Box 23167

107 Rivenia Road Claremont

Sandton 7735

2196 Financial Service Provider Number 615
Financial Service Provider Nurnber 588

Coronation Asset Management {Pty) Ltd Allan Gray

7th Floor, Mont Clare Place 1 Silo Sguare

Cnr Campground & Main Roads V & A Waterfront

Claremont Cape Town

Cape Town 8001

7708

Financial Service Provider Number 548

Staniib Cotlective Investments
17 Melrose Boulevard

Melrose Arch

2196

3. INVESTMENT POLICY OF THE SCHEME

The Scheme's long term Investment objective is to maximize the returr on its investments while exercising prudence. The investment
strategy takes Into consideration constraints imposed by the Act.

4. REVIEW OF THE ACCOUNTING PERIOD'S ACTIVITIES

4,1 Operational statistics

Refer to page 6 of this report for a comparative analysis of the operational statistics of the Scheme.
4.2 Results of operations

The results of the Scheme are set out in the annual financial statements, and the Board of Trustees believe that no further clarification is
reguired.

The continued focus of the Board was to implement a robust governance model and further enhance the Scheme’s health, legal and
financial risk management. As set out In the annual financial statements (AFS), the Scheme has generated a net deficit for the year of
R3 120 794 (2017: R614 546 surplus). The Scheme's solvency ratio of 37.89% remains well above the solvency level as required by the
Act and the slight reduction was contalned by the boards interventions. (Note that the average accumulated funds {excluding savings)
per member at end 2018 of R25 804 was marginally down from the R26 429 at the end of 2017.) We expect these interventions to
render a significant benefit in the coming years, both in terms of cost and quality of care. The Scheme is not experiencing cash flow
problems.
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ALLIANCE-MIDMED MEDICAL SCHEME

Report of the Board of Trustees
for the year ended 31 December 2018

4. REVIEW OF THE ACCOUNTING PERIOD’S ACTIVITIES {continued}

4,3 Accumulated funds

2018 2017
R R

The accumulated funds ratio is calculated on the following basis:
Total members' funds per statement of financial position 45 905 029 49 (25 823
Less: Cumulative nef gains on remeasurement to fair value of investments {8 525881} (11 062 725)
Accumulated funds per Regulation 29 of the Act 37 379 148 37 963 098
Gross contributions (Note 8) 98 639 318 94 567 622
Accumulated funds ratio
= Accumulated funds/Gross annual contribution income x 100% B9 40,14%

4.4 Members’ funds

Movements in the reserves are set out in the Statement of Changes in Funds and Reserves. There have been no unusual movements
that the Board of Trustees believe should be brought to the attention of the members of the Scheme.

4,5 Outstanding claims

Mavements in the outstanding claims provision are set out in Note 8 to the annual financial staterments. There have been no unusual
movements that the Board of Trustees believe should be brought to the attention of the members of the Scheme.

5. INVESTMENTS IN AND LOANS TO EMPLOYERS OF MEMBERS OF THE SCHEME AND OTHER RELATED PARTIES
The Scheme hoids no investments in participating employers or related parties of Scheme members,
6. SUBSECUENT EVENTS

No events have occurred subsequent to the end of the reporting period that affect the annual financial statements and that the Board of
Trustees belleve should be brought to the attentien of the members of the Scheme.

7. AUDIT, RISK AND COMPLIANCE COMMITTEE

An Audit, Risk and Compliance Committee was established in accordance with provislons of the Act. The Audit, Risk and Compliance
Committee is mandated by the Board of Trustees by means of written terms of reference as to its membership, authority and duties. The
Audit, Risk and Compliance Committee consists of five members of which twe are members of the Board of Trustees. The chairperson
and two other members are independent as they are not officers of the Scheme or its third party administrator. The Audit, Risk and
Compliance Committee met on four occasions durina the course of the vear as follows:

14 March 2018

13 Jupe 2018

20 September 2018
28 November 2018

The Chairman of the Scheme, the Princlpal Officer, the financial manager of the administrator, the internal auditor and the extemnal
auditor are invited to attend Audit, Risk and Coempliance Commlttee meetings and have unrestricted access to the Chairman of the Audit,
Risk and Compliance Committee,

In accordance with the provisions of the Act, the primary responsibility of the Audit, Risk and Compliance Committee is to assist the
Board of Trustees In carrying out its duties relating to the Scheme’s accounting policies, internal control systems and financial reporting
practices. The independent external and Internal auditor formally reports to the Audit, Risk and Compliance Committee on critical
findings arising from their audit activities. The Audit, Risk and Compliance Committee also ensures that significant matters are identified
and appropriately dealt with.

The Audit, Risk and Compliance Committee comprises: trustee members SD Muller (resigned 30 June 2018), M Otto (appointed 1 July

2018 and resigned 31 December 2018) and C Kritzinger, and non-trustee members K Bizana and D Van Der Merwe, under the
chairmanship of non-trustee member JP Van Der Walt. On 1 February 2019 M van Rensburg was appointed as a trustee member.
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ALLIANCE-MIDMED MEDICAL SCHEME
Report of the Board of Trustees
for the year ended 31 December 2018

8. COMPLIANCE MATTERS
DEVIATIONS:

The Board of Trustees are of the opinion that there are no material deviations from the Act and list the following three matters that are
practical challenges and not wllful non-compliances.

Not all contributions that are billed are received within 3 days as required by the Act. There are however sufficient credit control
policies to minimise the risk of non-recoverability. This risk is further reduced by the fact that the Scheme is a restricted scheme
with the majority of members having a direct iink to the employer pay points.

Claims are generally paid within 30 days of receipt but due to certain procedures such as ciinical auditing, there are exceptions
where claims are only paid after 30 days of receipt. On average 97.10% of claims are paid within 30 days.

Section 35(8) {c) of the Act states that a medical scheme shall not invest any of its assets in any administrator. The Scheme’s
investment funds are managed by independent third party asset managers. They have a discretionary mandate to achieve thelr
target. Given this approach, the Scheme may be exposed to shares in an administrator from time to time. As a precuation the
Scheme made application and was granted exemption from complying with this requirement by the Council for Medical Schemes.
Qur application was submitted on 11 April 2018 (2017: 15 March 2017) for which exemption was granted until 30 April 2019
(2017: 5 April 2018). On the $35(8)(c) non-compliance the scheme had investments in MMI (AG and Stanlib) and Liberty
{Stanlib) at year-end which is what constitutes the non-compliance.

9. KEY MATTERS
The Board of Trustees have identified the followlng as key matters:
Solvency:

The solvency of the Scheme remains above the regulated minimum indicating that the Scheme is in a sound financial position.
Management Of Claims:

Although claims incurred during the year exceeded the budget they remained within manageable levels, Active health, legal and financial
risk management resulted in robust containment of the financial impact. The application of these initiatives will continue to present an
affordable option to members in the medium to lenger term.

Profile Of Members:

The member profile has a significant impact on future claims. As can be seen in note 11 of the Report of the Board of Trustees,
membership decreased during 2018 with membership at 31 December 2018 of 1 748 being 6.1% down (2017: 1.4% up) on the
membership at 31 December 2017 of 1 855. It is relevant to note that the average age of beneficiaries at 31 December 2018 is 32.76;
1,52 years older than the average age of beneficiaries at 31 December 2017 which was 31,24, This indicated younger beneficiaries have
left the Scheme. This was due to union activity and does not present a sustainability risk. Nevertheless, claims are closely menitored to
contain risks.

Sovernance:

The Board 1s committed to strong governance structures to ensure appropriate and professional management. The Board of Trustees
embarked on the implementation of a robust governance model. The governance model has already strengthened a number of
management practices and we expect this project to be completed in 2023, because it includes compliance to relevant aspects of King III
and King IV. Underpinning the governance model and structures are stringent Internal and external audit processes.

Risk Management:

A robust risk management approach is applied operationally at clinical, financial and investment management levels. The Board of
Trustees is constantiy seeking ways to enhance risk identification and management.

Impact on the environment:

The Board Is continucusly looking for ways to further improve Its impact on the environment. The Scheme has effective and efficient
systems and processes to minimise its negative Impact on the environment {e.g. email communications and a member app to
communicate and submit accounts in real time electronically} and that it is working on reducing negative impacts where these are
discovered {e.g. a campaign to register providers on the administrator etectronic platform for account reconciliation).
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ALLIANCE-MIDMED MEDICAL SCHEME
Report of the Board of Trustees
for the year ended 31 December 2018

10. TRUSTEES AND AUDIT, RISK AND COMPLIANCE COMMITTEE MEMBERS MEETING ATTENDANCE

Board of Trustees meetings

Audit, Risk and Compliance
Committee meetings

Annual general meetings

A B

A

A

Trustees

FJ Mabhena {Chairperson untll 15
August 2018) 7 7

V Roach (Resigned 30 March 2018) 3 3

SD Muller # (Elected Chairperson on
15 August 2018 and resigned from the
Audit, Risk and Compliance
Committes)

-

G Le Roux {Resigned 30 June 2018)

R IE R
(M=

ot [ e

C Kritzinger #

M Otto # (appointed as Audit, Risk
and Compliance Committee Member
on 1 July 2018 and resigned 31
December 2018) 7 6

R van Coller (Co-Opted Trustee until
30 June 2018, Appointed as Trustee -
1 July 2018) 7 7

[ Martin {Appointed as Trustee - 1
July 2018) 3 3

H Fourie {(Appointed as Co-Opted
Trustee on 1 July 2018)

N Harris (Co-Opted Trustee)

oy

b | a1 L
RIS LS

J Tharakan (Co-Opted Trustee)

Audit, Risk and Compliance

Committee members

J Van Der Walt {Chairman} 6 [

fry

D Van Der Merwe

K Bizana

B E 8

RS E-N

(=] [=]

Principal Officer

} Hartzenberg 7 7

# - Trustees serving on the Audit, Risk and Compliance Committee

4 Board Meetings, 3 Special Board Meetings {1 Strategy Session and Budget Meeting not counted)

A = maximum possible attendance
B = actual attendance

11. REVIEW OF THE ACCOUNTING PERIOD’S ACTIVITIES

Operationzal statistics

2018

2017

Nurnber of members at the end of the year

1748

1855

Number of beneficiaries at the end of the year

4150

4413

Average number of members for the year

1779

1847

Average number of beneficiaries for the year

4 206

4421

Beneficiaries per member at the end of the yvear

2.37

2,38

Average age of beneficiaries for the year

32.76

31.24

Pansioner ratio (beneficiaries > 65 years)

7.08%

6.03%

Dependants per member at the end of the accounting period

1.37

1.38

Average net contributions per beneficlary per month

R1 799

R1 641

Average relevant healthcare expenditure incurred per beneficiary per month

R1 811

R1614

Total relevant healthcare expenditure as a percentage of gross contributions

92.66%

90.52%

Average non-healthcare expenditure per beneficiary per month

R110

R113

Non-healthcare expenses as a percentage of gross contributions

5.65%

6.33%

Average accumulated funds(excl savings) per member at the end of the year

R25 B04

R26 429

Return on investments as a percentage of closing investments

3.77%

8.20%

Breakdown of total amount paid to the Administrator:
Administration fees

Managed care; rnanagement services

Total

Average amount paid to the Administrator per member per month
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Houghton, 2041
South Africa

Independent Auditor’s Report

To the members of the Alliance-Midmed Medical Scheme
Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of the Alliance Midmed Medical Scheme (“the Scheme”) set out on
pages 11 to 28, which comprise the statement of financial position as at 31 December 2018, and the statement
of comprehensive income, statement of changes in funds and reserves and statement of cash flows for the year
then ended, and notes to the financial statements, including a summary of significant accounting policies and
other explanatory notes.

In our opinion, the financial statements present fairly, in all material respects the financial position of Alliance-
Midmed Medical Scheme as at 31 December 2018, and its financial performance and cash flows for the year then
ended in accordance with Intermational Financial Reporting Standards and the requirements of the Medical
Schemes Act of South Africa.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (15As). Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the scheme in accordance with the Independent Regulatory Board
for Auditors’ Code of Professional Conduct for Registered Auditors (IRBA Code) and other independence
requirements applicable to performing audits of financial statements in South Africa. We have fulfilled our other
ethical responsibilities in accordance with the IRBA Code and in accordance with other ethical requirements
applicable to performing audits in South Africa. The IRBA Code is consistent with the Intermnational Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (Parts A and B). We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Matter

The financial statements of the Scheme for the vear ended 31 December 2017, were audited by another auditor
who expressed an unmodified opinion on those financial statements on 18 April 2018.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the financial statements of the current period. These matters were addressed in the context of our audit of
the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

BDO South Africa Incorporated
Registration number: 1995/002310/21
Practice number: 905526

VAT number: 4910148685

National Executive: PR Badrick « HN Bhaga-Muljee » S Dansie - BJ de Wet » | Hashim » HCS Lopes (Johannesburg Office Managing Partner)
» SM Somaroo « Dr FD Schneider » ME Stewart (Chief Executive) « IM Scott « R Teixeira « MS Willimott

The company's principal place of business is at 22 Wellington Road, Parktown, Johannesburg, where a list of directors' names is available for
inspection. BDQ South Africa Incorporated, a South African personal liability company, is a member of BDO International Limited, a UK company
limited by guarantee, and forms part of the international BDO network of independent member firms.
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1. Incurred but Not Received (IBNR) Provision

Key Audit Matter
Refs+ aied fo Nate 7 (hogd 19)

The IBNR provision is considered to be significant to

our audit and therefore is considered to be a key .

audit matter as the balance is material to the

financial statements as a whole and is subject to a

degree of estimation uncertainty and judgement
from management.

In accoerdance with the scheme rules, members
have 4 months from the service date to submit
claims before they are considered stale and
rejected.

At the time of approval of the financial statements,
3 months of the 4 months are known and
historically the majority of the claims are received
in the first 3 months after year-end,

The method used to estimate outstanding claims
uses historical claims development information and
assumes that the historical claims development
pattern will occur again in the future, There is no
certainty whether similar patterns will re-occur
which could result in a material misstatement in the
IBNR provision.

Audit Response

The following audit procedures were performed,
amongst others:

We addressed the appropriateness and timely
recognition of costs and provisions in accordance
with IAS 37: Provisions, Contingent Liabilities and
Contingent Assets and IFRS 4: Insurance
Contracts;

We assessed the claims received subsequent to
year-end for claims incurred relating to the 2018
financial year.

We scrutinised the hospital pre-authorisation lists
and the confirmation from the hospitals of claims
incurred to the end of December 2018.

We critically assessed management’s assumptions
compared to our own institutional knowledge.
We assessed the calculation of run-off trdangles
for reasonability compared to the current and
historical claims development patterns over the
last 3 year.

We assessed and recomputed the sensitivity
analyses for accuracy.

We evaluated the presentation and disclosure of
the IBNR provision in terms of IFRS and the
applicable industry guides.

2. Automated and complex information technolegy system

Key Audit Matter

The Scheme’s Information Technology system - HIP
is considered to be complex as it performs a high
degree of automated processing with many
application controls and contains many electronic
transactions generated from service providers with
very little observable external audit trial.

Should an error occur there could potentially be a
significant impact on the financial data that is
provided to the scheme or alternatively if the
automated controls were to fail it could potentially
result in significant financial loss to the scheme.
There is therefore a significant risk of material
misstatement and as a result the system’s reliability
and functioning of the automated controls are
considered to be a key audit matter.

Audit Response

The following audit procedures were performed,
amongst others:
We assessed the administrator’s Internal Audit
department for suitability, competence and
independence.
We had discussions with internal audit on the
work they performed, their quality control
procedures and any relevant risks requiring
further attention.
¢ We reviewed Internal Audit working papers and
reports relating to work performed on the
information systems and the general control
environment.
¢« We reviewed the comprehensive report
performed on the internal controls and IT
controls at the administrator by the
administrator’s auditor.
We assessed the administrator’s auditor for
competence and independence to ensure that
the report can be relied on.
Our information technology (IT) assurance team
performed a review of the general IT control
environment of the administrator and also
performed a quality control review of the
internal audit and the administrator’s auditors
work performed,
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* We performed exception testing on the |
transactional claims and contributions database
by identifying anomalies in the transactional
data and confirming the validity thereof.

« For weaknesses identified in the review by IT
assurance and internal audit we adjusted our
audit approach and performed additional work.

Other information

The Board of Trustees are responsible for the other information. The other information comprises the Board of
Trustees Report as required by the Medical Schemes Act of South Africa. The other information does not include
the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express an audit
opinion or any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this other information, we are required
to report that fact. We have nothing to report in this regard.

Responsibilities of the Board of Trustees’ for the Financial Statements

The Board of Trustees are responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards and the requirements of the Medical Schemes Act
of South Africa, and for such internal control as the Trustees determine is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error,

In preparing the financial statements, the Board of Trustees are responsible for assessing the scheme’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the trustees either intend to liguidate the scheme or to cease operations, or
have no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually cr in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also: .

+ |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the scheme’s internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the trustees.



|IBDO

s Conclude on the appropriateness of the Board of Trustees’ use of the going concern basis of accounting
and based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the scheme’s ability to continue as a going concern, If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Scheme to cease to continue as a going concern.

« Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with the Board of Trustees regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal contrel that we identify
during our audit.

From the matters communicated with the Board of Trustees, we determine those matters that were of most
significance in the audit of the financial statements of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or regulation precludes public disctosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in
our report because the adverse consequences of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
Non-compliance with the Medical Schemes Act of South Africa

As required by the Council for Medical Schemes, we report that we did not identify any material instances of
non-compliance with the requirements of the Medical Schemes Act of South Africa.

Audit Tenure

In terms of Circular 38 of 2018 Audit tenure, we report that BDO South Africa Incorporated has been the auditor
of Alliance-Midmed Medical Scheme for 1 year.

The engagement partner, M D Botha, has been responsible for the Alliance-Midmed Medical Scheme audit for 1
year.

N0 Stk nbn'od\ jm

BPO South Africa Incorporated
Director: D Botha
Registered Auditor

26 April 2019
Wanderers Office Park, 52 Corlett Drive, illovo, 2196



ALLIANCE-MIDMED MEDICAL SCHEME

STATEMENT OF FINANCIAL POSITICN
as at 31 December 2018

ASSETS

Current assets

Trade and other receivables
Cash and cash equivalents
Investments held at fair value through profit and loss

Tetal assets

FUNDS AND LIABILITIES

Members' funds
Accumulated funds
Current liabilities

Personal Medical Savings Account liability
Trade and other payables
Qutstanding claims provision

Total funds and liabilities
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Notes
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2018 2017
R R

84 303 621 84 708 069

1 063 643 772 559
22 521 556 44 111 539
60 318 422 39 823 971
84 303 621 84 708 069
45 905 029 49 025 823
38 398 592 35 682 246
32 185 155 31 324 906

3579001 2 350 889

2 634 436 2 006 451
84 303 621 84 708 069




ELLIANCE-MIDMED MEDICAL SCHEME

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

for the year ended 31 December 2018

Net contribution income
Relevant healthcare expenditure

Net claims incurred
Claims incurred
Third party claim recoveries

Accredited managed healthcare services (no transfer of risk)

Gross healthcare result
Administration expenses
Net impairment losses on healthcare receivables

Net healthcare result

Other income
Investment income
Sundry income

Other expenditure
Interest paid on Personal Medical Savings Account
Asset management fees

Net (deficit)/surplus for the year

Total comprehensive (loss)/income for the year
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Notes

10

11
12

13

14

2018
R

90 821 465

(91 398 443)
(B9 685 654)

2017
R

87 064 670

(85 604 890)
(83 938 576)

(89 886 801)

(83 945 614)

201 147 7 038
(1712 789) (1 666 314)
(576 978) 1 459 780
(5 496 660) (5 621 283)

(74 973) (3 225)

(6 148 611) (4 164 728)

3 418 310 6 880 153

3 136 442 6 880 153
281 868 -

(390 493) (2 100 878)

- (1 691 922)

(390 493) (408 956)

(3 120 794) 614 546

(3120 794) 614 546




ALLIANCE-MIDMED MEDICAL SCHEME

STATEMENT OF CHANGES IN FUNDS AND RESERVES

for the year ended 31 December 2018

Balance as at 1 January
Total comprehensive (loss)/income for the year

Balance as at 31 December

2018 2017
R R
49 025 823 48 411 277
(3 120 794) 614 546
45 905 029 49 02 3
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ALLIANCE-MIDMED MEDICAL SCHEME

STATEMENT OF CASH FLOWS
for the vear ended 31 December 2018

Notes 2018 2017
R R

Cash flows from operating activities
Cash flows utilised in operations before working capital changes 15 {3 937 854) (4 113 927}
Working capital changes
- (Increase) / decerease in trade and other receivables {366 057) 843 586

Increase / {decrease) in trade and other payables 1228 112 (623 816)
- Increase in personal medical savings account liability 860 249 3167 594
- Increase in outstanding claims provision 627 985 226 655
Cash utilised in operations (1 587 565) {499 908)
Interest paid on personal medical savings account 14 - {1 691 522)
Net cash flow utilised in operating activities (1 587 565) (2 191 830)
Cash flow from investing activities (19 602 418) 2904 348
Acquisition of investments (40 863 429) (945 968)
Proceeds on disposal of investments 17 832 134 207 605
Interest income 3 444 056 1465 152
Return on members' personal savings balance account monies {refer to note
3&5) - 2301 231
Dividend income 375 314 285 284
Asset management fees (390 493) {408 956}
Net (decrease)/increase in cash and cash equivalents (21 189 983) 712 518
Cash and cash equivalents at the beginning of the year 44 111 539 15 331 245
Personal medical savings account assets at the beginning of the year (refer

- 28 067 776

tonote 3 & 5)
Cash and cash equivalents at the end of the year 3 22 921 556 44 111 539
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ALLIANCE-MIDMED MEDICAL SCHEME

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the vear ended 31 December 2018

1.1

1.2

1.3

PRINCIPAL ACCOUNTING POLICIES

These annual financial statements have been prepared In accordance with International Financlal Reporting Standards (IFRS) and the
disclosures as required by the Medical Schemes Act 131 of 1998, as amended {"the Act"). The following are the principal accounting
policies used by the Scheme, which are consistent with those of the previous year.

Basis of preparation

The annual financial statements are prepared In accordance with IFRS on the historical cost basis except for short-term investments and
investments classified as held at fair value through profit and loss, which are carried at fair value.

Financial instruments

Financial assets and liabilities are recognised on the Scheme’s statement of financial position when it becomes a party to the contractual
provisions of the instrument.

Measurement
Financial instruments are Initially measured at cost. Subsequent to initial recognition, these instruments are measured as set out below.

The carrying value of short-term financial assets and llabillties approximates fair value.

Trade and other receivables

Trade and other receivables originated by the Scheme are stated at cost less an appropriate allowance for estimated Irrecoverable
amounts. This is recognised through the statement of profit or less and other comprehensive income when there is objective evidence
that the asset is impaired.

Cash and cash equivalents

Cash and cash equivalents are measured at falr value and comprise the current bank accounts, deposits held on call with banks, and other
short-term liquid investments that are readily convertible to a known amount of cash and which are subject to an insignificant risk of
change in value, and held in terms of Annexure B of the Act.

Investments held at fair value through profit and loss

All purchases and sales of Investments are recognised on the trade date, which is the date that the Scheme commits to purchase or sell
the asset. The cost of purchases includes transaction costs. Investments held at fair value through the statement of comprehensive
Income are subsequently carrled at fair value. Realised and unreallsed gains and losses arising from changes in the falr value of the
Investments are included In the staternent of comprehensive Income In the year in which they arise. The fair value of financlal instruments
Is determined by reference to published indices on the Bond Exchange of South Africa and the Johannesburg Securities Exchange ("JSE")
Limited, and held In terms of Annexure B of the Act.

On disposal of an investment, the difference between the net disposal proceeds and carrying amount is recognised In the surplus or deficit
for the year.

Financial liabilities
Financial liabilities are recognised at amortised cost, namely original debt less principal payments and amortisations.

Impairment

Impalrments of financial instruments are recognised through the statement of profit or foss and other comprehensive Income in the
vear In which the Impalrment arose.

Impairment

The carrylng amount of the Scheme's assets are reviewed at each reporting date to determine whether there Is any Indlcation of
impalrment. If any such indication exists, the asset's recoverable amount Is estimated and an allowance account to record impalrment
losses is created.

An impairment loss Is recognlsed whenever the carrying amount of an asset or it's cash-generating unit exceeds Its recoverable amount.
Impairment losses are recognised In the statement of profit or loss and other comprehenslve Income.

The recoverable amount of assets held at amortised cost is calculated as the present value of estimated future cash flows, discounted at
the effective interest rate computed at Initlal recognition of the financial asset. Recelvables due within the same operating cycle are not
discounted.
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ALLIANCE-MIDMED MEDICAL SCHEME

NOTES TO THE ANNUAL FINANCIAL STATEMENTS {Continued)
for the vear ended 31 Decemnber 2018

1.4

1.5

1.6

1.7

1.8

1.9

Personal Medical Savings Account liability

The Personal Medical Savings Account assists members to manage cash flows for costs in excess of the Scheme’s approved benefits and
self funding member co-payments for provider services rendered.

Personal Medical Savings Account contributions are advanced annually. Unexpended savings at the year-end are carried forward to meet
future expenses in excess of Scheme benefits. Balances standing to the credit of members are refundable In terms of regulation 10 of the
Medical Schemes Act 131 of 1998. as amended.

The Scheme bears the risk associated with the non-recovery of balances which have been advanced toc members and who have
subsequently left the Scheme without settling those outstanding balances.

In accordance with a change In the Scheme rules effective 1 October 2017, interest no fonger accrues to member accounts.
In accordance with the Rules of the Scheme, the Personal Medical Savings Account is underwritten by the Scheme.

Provision for outstanding ¢laims (IBNR)

Provisions are recognised when the Scheme has a present legal or constructive obligation as a result of past events, for which it is
probable that an outflow of economic benefits will be required to settle the obligation, and a rellable estimate can be made of the amount
of the obligaticn.

The outstanding ¢laims provision is a provision for the estimated cost of healthcare benefits that have occurred before the reporting date,
but have not been reported to the Scheme by that date. This provision is determined according to, amongst others, previous claims
experience, claims settlement patterns, membershlp changes, clalms frequency changes, claims processing cycles and variations in the
nature of, and average claims costs. The outstanding clalms provision Is reduced by the estimated recoveries from members for co-
payments, and Personal Medical Savings Accounts.

Investment Income

Interest is recognised on a time proportion basis, taking account of the principal balance outstanding and the effective rate over the
perlod to maturity, when it is determined that such Income will accrue to the Scheme.

Dividends are recognised when the Scheme's right to recelve payment is established.

Contribution Income

Net contributions are received monthly in arrears. Net contributions represent gross contributions after deduction of Personal Medical
Savings Account contributions. The earned portion of net contributions received is recognised as revenue on the accrual basls. Net
contributions are earned from the date of attachment of risk, over the indemnity period on a straight-line basis.

Claims

Gross claims incurred comprise the total estimated cost of all claims arising from healthcare events that have occurred In the year and for
which the Scheme is responsible, whether or not reported by the end of year.
Net claims incurred comprise:

- claims submitted and accrued for services rendered during the year, net of recoverles from members for co-payments and
Personal Medical Savings Accounts;

- claims for services rendered during the previous year not included in the outstanding clalms provision for that year, net of
recoveries from members for co-payments, and Personal Medical Savings Accounts and

- movemnent in the provislon for ocutstanding claims.
Medical insurance contracts and liability adequacy test

Contracts under which the Scheme accepts membership and megical insurance risk for the member and his or her dependants, by
agreeing to defray expenses in accordance with the Scheme Rules, are classified as medical insurance contracts.

The liability for insurance contracts Is tested for adequacy by discounting current estimates of all future contractual cash flows and
comparing this amount to the carrying value of the llability net of any related assets, Where a shortfall is identified, an additional provision
is made and the Scheme recegnises the deflclency in income for the year.
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ALLIANCE-MIDMED MEDICAL SCHEME

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (Continued)
for the vear ended 31 December 2018

1.10 Standards and interpretations effective in the current vear

With the exceptlon of IFRS 9, the Scheme adopted all applicable new and revised accounting standards and interpretations that became
effective for annual periods beginning on or after 1 January 2018 relevant to the Scheme, as indicated below:

- Amendments to IAS 7: Disclosure Initiative
- IFRS 15 - Revenue from contracts with customers

The amendments did not have a significant impact on the Scheme.
IFRS 15 does not apply to insurance income

IFRS 9 Scheme Impact Analysis

IFRS 4 allows for a temporary exemption to defer the adoption until 1 January 2021. This exemption may be applied if:

- the Scheme has not previcusly applled any version of IFRS 9; and
- its activities are predominantly connected with insurance.

A scheme's activities are predominantly connected with insurance if, and only If:

- the carrying amount of its liabllities arising from members’ contracts, which Includes any deposit components (i.e. the medical

savings account liability), is significant compared to the total carrylng amount of all its liabilities; and

- the percentage of the total carrying amount of its liabilities connected with insurance relative to the total carrying amount of

all its liabllities is:
- greater than 90 per cent; or

- less than or equal to 90 per cent but greater than 80 per cent, and the scheme does not engage In a significant activity

unconnected with insurance.

Savings plan liability
Credit balances due to members & suppliers
Provision for outstanding claims

Total llabilities
IFRS 4 %

31 Dec 2015 31 Dec 2018

32 185 155
2 417 563

4
37 237 154
38 398 592

97%

The Trustees are satisfied that the Scheme meets the requirements and have therefore elected to defer the adoption of IFRS 9 and will

review the decision annually.

IFRS 9 introduces a single "expected credit loss" model for Impairment, a new hedge accounting model and a new approach to

classification of financial assets.

Investments are measured at falr value through profit or loss, and would be continued to be held at fair value through profit or loss,
under IFRS 9. For the remainder of the financial assets the carrying value approximates fair value. Receivables will be elected to the
expected loss impairment model and neot he incurred loss impairment model currently applied. Given the short term nature of the

receivables, it is unlikely to result in a material financial provision.

1.11 IFRS standards and interpretations not vet effective

Standards and interpretations not yet effective

The following new and revised accounting standards and interpretations, which are relevant to medical schemes are in issue, but not

yet effective. None of the applicable standards below have been early adopted by the Scheme,

| Standard
Amendments to IFRS 16 - Leases

01-Jan-19

Amendments to IFRS 17 - Insurance contracts

01-Jan-21

* Annual perlods commencing on or after

The Scheme dees not have any cperating lease expenses and therefore IFRS 16 will not have an effect on the financial statements of the

scheme.
These standards will be adopted on thelr effective dates.
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ALLIANCE-MIDMED MEDICAL SCHEME

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (Continued)
for the vear ended 31 December 2018

2.

TRADE AND OTHER RECEIVABLES

Net contributions outstanding

Amounts owing by members

Amounts owing by suppliers

Personal Medical Savings Account advances {note 5)

Less: Provislon for impairment of trade and other receivables

Prepaid expenses
Accrued interest

The movement in the allowance for Impairment during the year was as follows:

2018

Balance as at 1 January

Amounts written off during the year

Amount recognised in the statement of comprehensive income for the
year (note 12)

Unused amounts reversed durlna the vear

Amounts utilised during the year

Balance as at 31 December
2017

Balance as at 1 January

Amounts written off during the year

Amount recognised in the statement of comprehensive income for the
year {note 12)

Unused amounts reversed durina the vear

Amounts utllised during the vear

Balance as at 31 December

CASH AND CASH EQUIVALENTS

Current accounts
Deposits on call
Fixed Term Deposits

2018 2017
R R
996 300 709 130
45 745 12 609
62 738 24 498
46 518 45 394
1151 301 791 631
(107 420) {37 560}
1043 881 754 071
16 140 16 000
3622 2 488
1 063 643 772 559
Contribution  Member and Savings account Total
debt supplier debt advances
R R R R
(14 213) (23 347) (37 560)
- 5114 5114
(68 356) (6 617) (74 973)
(68 356) {6 617) (74 973)
(82 570) {24 850} {107 420}
(49 823) {29 453) (79 276)
31 167 13 774 44 541
4443 {7 668) (3 225)
4443 - 4 443
- {7 668) (7 668)
{14 213) (23 347) {37 560}
400 788 409 801
11 847 778 16 036 398
10 672 990 27 665 340
- 22921556 44 111 539

The overall weighted average effective interest rate on cash resources at year end was 6.81% (2017: 7.14%).

The South African Constitutional Court judgment on 6 June 2017 found that Personal Medical Savings Account (PMSA) funds enter a
scheme’s bank account without being Impressed by a trust or fiduciary relationship. Once paid into a scheme's bank account, the funds
become assets of the scheme, regardless of whether a proportion is later allocated by the scheme to a PMSA. Conseguently there Is no
distinction between scheme and PMSA assets and all assets must be invested in accordance with the Medical Schemes Act and
Regulations. There Is no statutory requirement for assets arising from any unspent PMSA allocation to be invested separately and =5

such are now Included In cash and cash equivalents.
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ALLIANCE-MIDMED MEDICAL SCHEME

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (Continued)
for the vear ended 31 December 2018

INVESTMENTS HELD AT FAIR VALUE THROUGH PROFIT AND LOSS

Fair value at the beginning of the year

Additions and income capltallsed

Disposals

Net unrealised (loss)/gain on revaluation recognised through the statement of comprehensive Income

Fair value at the end of the year
The investments included above represent:

Cash and equlvalents
Bonds

Equities

Property unit trusts
Other

Fair value at the end of the year
PERSONAL MEDICAL SAVINGS ACCOUNT

Balance on Personal Medical Savings Account at beginning of the vear
Less: Prior year advances on Personal Medical Savings Account

Net balance on Personal Medlcal Savings Account at the bealnning of the year

Personal Medical Savings Account contributions received

- for the current vear (note 8}
- allocated to settle prior vear advances

Interest paid on Personal Medical Savings Account balances (note 14)
Less:

Transfers to other Schemes and repayments on death or resignation
Claims pald on behalf of members (note 9)

Net balance on Personal Medical Savinas Account llability at the end of the vear

Add: Advances on Personal Medical Savings Account included in trade and other receivables (note 2)

Amounts due to members on Personal Medical Savings Account at the end of the year

2018 2017
R R
39823971 36 304 698
40 863 429 945 969
(17 832 134) (207 605)
(2 536 844) 2 780 909
60 318 422 30 823 971
9 362 330 6 868 385
30 748 583 14 015 844
14 958 902 14 865 084
5 248 607 3 882 287
188 371
60 318 422 39 823 971
31 324 906 28 157 312
(45 394) {42 001}
31 279 512 28 115 311
7 B63 247 7 544 953
7 817 853 7 502 952
45 394 42 001
- 1691 922
(3292 213) (2284 195)
(3711909) (3788 479)
32138 637 31279 512
46 518 45 394
==232185 133 313299006

The Personal Medical Savings Account llability contains a demand feature in terms of regulation 10 of the Medical Schemes Act that any
credit on a member's Personal Medical Savings Account must be taken as a cash benefit when the member terminates his or her
membership of the Scheme or benefit option and then enrols in another benefit option or medical scheme without a Personal Medlcal

Savings Account or does not enrol In another medical scheme.

Interest accrued to the Personal Medical Savings Accounts monthly, based on the effective interest method, up until 30 September 2017.

It Is estimated that claims to be paid out of members' Personal Medical Savings Accounts In respect of claims incurred in 2018 but not

recorded amount to R91 098 (2017: R66 348).

Advances on Personal Medical Savings Accounts are funded by the Scheme and are included in trade and other recelvables. The Scheme

does not charge Interest ori advances on Personal Medical Savings Accounts.

TRADE AND OTHER PAYABLES

Credit balances in trade and other recelvables
Sundry accounts pavable
Contributions recelved in advance and unallocated receipts

OUTSTANDING CLAIMS PROVISION
Provision for outstanding claims

Analysis of movements in outstanding claims
Balance at beainninag of vear
Pavments In respect of prior vear

Over provislon in prior vear
Raised in the current vear

Balance at end of year
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2 417 563 1784 379
471 146 365 192
690 292 171 318
3576 001 2 350 880
2634 436 2 006 451
2 006 451 1779 796
(1482327 (1394171)
523 924 385 625
2110512 1620 826
2 634 436 2 006 451




ALLIANCE-MIDMED MEDICAL SCHEME

NOTES TO THE ANNUAL FINANCIAL STATEMENTS {Continued)
for the vear ended 31 December 2018

7.

2018 2017
R R
OUTSTANDING CLAIMS PROVISION {contlnued?}
Analysis of outstanding claims provision
Estimated gross claims 2725534 2072 799
Less: Estimated recoveries from Personal Medical Savings Accounts (91 098) (66 348)
Balance at end of year 2 634 436 2006451

Basis for determination of the outstanding claims provision

The outstanding claims prevision is a provision for the estimated cost of healthcare benefits that have occurred before the reporting date
but have not been reported to the Scheme by that date. The provision is determined based on a number of assumptions which are
outlined below.

Process used to determine the assumbptions

The process used to determine the assumptions Is intended to result in a realistic estimate of the most likely or expected outcome, The
sources of data used as inputs for the assumptions are internal, using detailed studies of historical ¢laiming patterns to establish a clalms
run-off period per disclpline. Mere emphasis Is placed on recent information, particularly where current clalims do not appear to follow prior
year trends. Where, In prior years, there Is insufficient information to make a reliable best estimate of claims development, prudent
assumptions are used.

To the extent that historical claims development Is used to determine the clalm run-off period, It is assumed that this pattern will occur
again In future. There are reasons why this may not be the case, which, Insofar as they can be identified, have been allowed for by
modifvina the methods. Such reasons, inter alia, Include:
- changes in processes that affect the development or recording of claims paid and Incurred {such as changes in clalms
submission mechanisms);
- changes In membership proflle of the Scheme;
- randem fluctuations; and
- legislative changes (for example, expansion of the definition of a Prescribed Minimum Benefit (PMB}/Chronic Disease Listing
{CDL) conditlon).

Assumptions

The assumptions that have the greatest effect on the measurement of the outstanding claims provision are the claims "run-off perlods"
for the most recent benefit years (split by discipline). The run-off factor relates to the emergence and settlement patterns of claims and Is
expressed as the percentage of claims settled In respect of total claims expected to emerge in a specific service month. This factor is then
used to project the remalinder of the outstanding claims relating to the specified service month. A "seasonality factor” is further
incorporated into the calculation, also based on past claims experience, These assumptions have been used for assessing the outstanding
clalms provislons for the 2017 and 2018 benefit vears.

Calculation of the outstanding claims provision at vear end

Since claims data is available for three months after year-end for services provided up until the reporting date, considering that members
have a four month period to submit thelr claims to the Scheme, the unknown portlon of the gutstanding claims provision is expected to be
relatively small,

Outstanding claims provision {not covered by risk transfer arrangements) 2 634 436 2 006 451
Portion of outstanding claims paid In first two months of 2019/2018 2 251 339 1 389 069
Residual estimate of claims incurred but not paid 383 097 617 382
Percentage of claims paid of total outstanding claims 85.5% 69.2%

Changes in assumptions

The table below outlines the sensitivity of Insured liabllity estimates to particular moverments In assumptions used in the estimation
process. It should be noted that this Is a deterministic approach with ne correlations between the key variables. Where variables are
considered to be Immaterial, no Impact has been assessed for insignificant changes to these variables. Particular varlables may not be
considered materlal at present. However, should the materiality level of an individual varlable change, assessment of changes to that
varfable in the future may be required.

An analysis of sensltivity around varlous scenarios for the general medical insurance business provides an indication of the adequacy of
the estimation process. The Trustees belleve that the labllity for claims reported In the statement of financlal position is adequate.
However, they recognise that the process of estimation is based upon certain varlables and assumptions which could differ when claims
arise. The sensitivity of the liability Is limited as it comprises 85.5% (2017: 69.2%) of actual payments made in January and February
2015 which relate to 2018 claims. Therefore, the remaining balance has variables considered to be immateriat and no impact has been
assessed for Insignificant changes to these varlables. Consequently, If for example the estimates of the unreceived portion of claims costs
for the year was 5% inaccurate, the impact on the net surplus of the Scheme would be as follows:

Impact on reported profits due to changes in key varlables of the ¢claims provision

Chanae in Chanage in Chanae in
variable labilitv liability
2018 2017
R R
Hospltal {Mafor medical benefit) 5% 10 441 16 450
Chronic 5% 246 376
Day-to-day 5% 8 468 14 043

This analysis has been prepared for a change in a specified variable with other assumptions remaining constant. Inflation Is not a factor
as retrospective inflation is known.
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ALLIANCE-MIDMED MEDICAL SCHEME

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (Continued)
for the vear ended 31 December 2018

2018 2017
R R
8. NET CONTRIBUTION INCOME
Gross contributions 98 639 318 94 567 622
Less: Savings contributions (note 5) {7 817 853) (7 502 952}
—S50821465 87064670
9. NET CLAIMS INCURRED
Current year claims (note 19) 91 287 050 86 106 229
Mevement in outstanding claims provision 2110 512 1 620 826
- Over provision in prior vear {note 7) (523 924) (385 625)
- Current vear provision 2 634 436 2 006 451
Less:
- Claims pald from Personal Medical Savings Account (note 5) (3711909) (3788479)
09685634 _ 83938 576
10. ACCREDITED MANAGED HEALTHCARE SERVICES (no transfer of risk)
Private Health Adminlstrators (Pty) Ltd 937 678 895 346
Mediscor PBM (Pty) Ltd 527 990 524 864
Dental Information Systems (Pty) Ltd 247 121 246 104
1712 789 1 666 314
Private Health Administrators (Pty) Ltd - Administrators contracted to the Scheme to provide managed care services,
Mediscor PBM (Pty) Ltd (“Mediscor”) - service provider contracted to provide a pharmacy benefit management pregramme and chronic
benefit programme to the Scheme.
Dental Information Systems (Pty) Ltd ("Denis”) - service provider contracted to provide a dental benefit management programme to the
Scheme,
11. ADMINISTRATION EXPENSES

Reimbursement of Trustee expenditure (refer table below)

3 918 200

Administrator's fees 4015 255
Audit fees 189 491 192 309
Consultants fees 375447 362 445
Fidelity quarantee and professional indemnity insurance premium 16 000 20 000
Reqlstrar's levies 76 206 68 493
PO Remuneration 10 B94 -

- Paid by Scheme 392 384 364 720

- Emplover aroup funding of remuneration # (381 491) (364 720)
Leqal fees - 17 864
Travel expenses 35729 67 864
Member Communication 5877 7 088
Europ Assistance B8 675 85 368
Other expenses 683 087 880 951

—a 496 660 5621 J83

# The recovery of the PO salary from the employer group has been reclasified in the comparative period to facliate better comparison

with the current year.

Accommodation Total
REIMBURSEMENT OF TRUSTEE EXPENDITURE and travel R
R

31 December 2018

il

31 December 2017

Expenditure Incurred on behalf of Trustees is paid directly te the service provider and not the individual.
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i2.

13.

13.1

14,

15.

16.

2018 2017
R R
NET IMPAIRMENT LOSSES ON HEALTHCARE RECEIVABLES
Increase In provision for impairment on receivables 74 973 3 295
INVESTMENT INCOME
Interest income earned on cash and cash equivalents 2 449 705 852 691
Return on members' personal savings balance account monies - 2301 231
Investments held at fair value through profit and loss
-Interest Income 994 351 612 461
-Dividend income 375 314 285 284
-Net (loss)/qain on Investments held at falr value through profit and loss (682 928} 2 B28B 486
3 136 442 6 880 153
— I
NET FAIR VALUE (LOSSES)/GAINS
Net fair value gains on investments held at fair value through profit and loss
-Net realised qalns on disposal 1853917 47 576
-Net unrealised (losses)/aalns on revaluation (2 536 844) 2 780 909
—C82 0270 2 828480
FINANCE COSTS
Interest paid on Personal Medical Savinas Account (note 5) 16851922
CASH FLOWS FROM OPERATIONS BEFORE WORKING CAPITAL CHANGES
Reconcliiation of net surplus for the year to cash flows utilised in operations before working capital changes
Net fdeflcitY/surplus for the vear (3120 794) 614 546
Adiustments for:;
- Net Impairment losses 74 973 3225
- Interest income (3 444 056) (1 465 152)
- Return on members' personal savings balance account monies - (2 301 231)
- Dividend Income {375 314} (285 284)
- Net unrealised (losses)/gains on revaluation of investments held at fair value through 2 536 844 (2 780 909)
profit and loss
- Asset management fees 390 493 408 956
- Interest paid on savings accounts - 1 691 922
3 037804) (4113027

FIDELITY COVER

The Scheme has aranged cover in its own name of R10 million through AIG Ltd.

Page 22



ALLIANCE-MIDMED MEDICAL SCHEME

NOTES TO THE ANNUAL FINANCIAL STATEMENTS {Continued)
for the vear ended 31 December 2018

17.

18.

19.

RELATED PARTY TRANSACTIONS

The Scheme’s administrator, Private Health Administrators {Pty) Ltd bas significant influence over the Scheme since Private Health
Administrators (Pty) Ltd participates In and influences the financial and operating policy decisions of the Scheme but does not control the
Scheme. Private Health Administrators (Pty) Ltd received from the Scheme market-related fees for administration and managed care
management services provided amounting to R4 952 933 (2017: R4 814 246). At 31 December 2018, no amounts were outstanding. An
amount of R194 271 (2017 : R324 025) was reimbursed to the Administrater for a registered nurse based In Middelburg.

Alllance-Midmed is a closed scheme where members are employees of Columbus Stainless (Pty) Ltd and assoclated companies. The
composition of the Board of Trustees Includes emplover apoointed and emblovee elected trustees,

The participating employers’ payroll system is primarlly utllised In collecting both the member's and the employer's proportionate share of
the contributions.

The Trustees are considered to be key management personnel since they have authority and responsibliity for planning, directing and
controlling the activities of the Scheme. Contributions of R356 858 (2017: R330 046) were received and claims of R207 297 (2017: R209
759) were pald in respect of the Trustees who are members of the Scheme. All contributions were at the same terms as applicable to third
partles. All claims were paid in accordance with the Rules of the Scheme, Payments made with respect to Trustees are reflected under
note 11.

The Principal Officer received remuneration of R392 384 to attend to the duties as the Princlpal Officer in 2018 (2017: R364 720). This is
fully recovered from Celumbus Stainless (Pty} Ltd, upeon request from members of the Scheme.

AL 31 December 2018, the Trustees had positive savings balances of R173 449 (2017: R120 248). In line with the terms applied to
mempbers, the balances eamed interest which accrued to the member up until 30 September 2017. The amounts are all current and are
payable on demand should an appropriate clalm be Issued, or the member exits the Scheme.

CRITICAL ACCOUNTING JUDGEMENTS AND AREAS OF KEY SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the Scheme’s accounting policies, the following judgements have the most significant effect on the amounts
recognised In the annual financial statements:

Outstanding claims provision
Detalls of assumptions and judgements used in determining the outstanding claims provision are outlined under Note 7.

There are no other key areas of estimation uncertainty at the reporting date, that have a significant risk of causing a materlal adjustment
to the carrying amounts of assets and liabilities in the next financial year.

MEDICAL INSURANCE RISK MANAGEMENT

Risk management oblectives and policies for mitigating medlcal insurance risk

The primary insurance activity carrled out by the Scheme assumes the rigk of financla! loss from members and their deperdants that are
directly subject to the risk. These risks relate to the cost of their health. As such the Scheme is exposed to the uncertalnty surrounding
the tfming and severity of claims under the contract. The Scheme also has exposure to market risk through Its insurance and Investment
activities,

The Scheme manages Its insurance risk through beneflt limits and sub-limits, approval procedures for transactions that involve pricing
guidelines, pre-authorisation and case management, contracting with providers, service provider profiling, centralised management of risk
transfer arranaements as well as the close monitering of emeralna health risk management issues.

The Scheme uses several methods to assess and monitor insurance risk exposures both for individual types of risks insured and overall
risks. These methods include internal risk measurement models, sensitivity analyses, scenario analyses and stress testing. The theory of
probabllity Is applled to the pricing and provisioning for a portfolio of insurance contracts. The principal risk is that the frequency and
severitv of claims |Is areater than expected.

Insurance events are, by their nature, random, and the actual number and size of events during any one year may vary from those
estimated,

The following table summarises the concentration of insurance risk on a beneficiary level, with reference to the net carrying amount of
2018 medical insurance clalms pald in the 2018 financial year, by age group and in relation to the type of risk covered or benefits
vrovided. Where approoriate prescribed minimum benefits {PMB) and non-PMB clalms have been solit.
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19. MEDICAL INSURANCE RISK MANAGEMENT (Continued)

Risk management objectives and policies for mitigating medical insurance risk {continued)

2018

Aae groupina {in vears)

< 26 -(Gross
=Net

26 - 35 -Gross
~Net

36 -50 -Gross
-Net

51 -65 -Gross
-Net

> 65 -Gross
-Net

Total -Gross
-Net

2017

Aaqe arouping (in vears)

< 26 -Gross
-Net

26 - 35 -Gross
-Net

36 - 50 -Gross
=Net

51-65 -Gross
-Net

> 65 -Gross
-Net

Total -Gross
-Net

Reconciliation of net claims to current vear claims paid:

Total net claims as above

Road Accldent Fund claim recoverles and claim adiustments
Claims paid vla Dental Information Svstemns

Claims paid via Europ Asslst

Claims paid from Personal Medical Savings Accounts

Current year claims paid (note 9)

Hospital (major medical) benefits cover costs Incurred by members whilst they are in hospital recelving preauthorised and emergency

treatment for certaln medical conditions,

Chronic benefits cover the cost of certain prescribed medicines consumed by members for chronic conditlons/diseases, such as high blood
pressure, cholesterol and asthma.

Day-to-day benefits (which are paid from the major medical pool) cover the cost of out of hospital medical attention, such as visits to

aeneral practitloners and dentists as well as prescribed non-chronic medicines.

Contracts are annual in nature and the Scheme has the right to change the terms and conditions of the contract under certain conditions.

| _Hospital { maij } Chronic Dav to dav Total
.. PMBE | NonPMB PMB Non PMB
R R R R R R
4 180 588 1984 038 22 948 9 668 7 736 785 13 934 027
4 206 640 1949 047 23122 9742 6 789 010 12 977 561
2831 241 1441735 21 399 84981 4 501 983 8 805 339
2 849 839 1438 396 21562 9 049 3 960 559 8 279 405
4 903 431 3328 086 130 579 99 440 10904 173 19 365 709
4 906 540 3292111 131 217 100 197 9 764 999 18 195 064
9015 504 4522 524 250 561 173 068 10 832 410 24 794 067
9 056 194 4 488 713 253 274 174 385 10 045 407 24 017 973
9 984 281 3 234 463 207 108 136 807 6 609 052 20171 711
10 032 139 3218 839 208 422 137 848 6 291 692 19 888 941
30 915 045 14 510 847 632 595 427 963 40 584 404 87 070 853
31 051 353 14 387 106 637 597 431 221 36 851 667 83 358 944
|_Hosbital (maj b Chronic Dav to dav Total
PMB Non PMB PMB Non PMB
R R R R R R
4 579 246 2 546 289 28 482 7491 7930 197 15 091 706
4 616 680 2 519 184 29 357 7 576 7 030 098 14 202 895
2 437 798 810 689 20 850 12 523 4 546 286 7 828 147
2 448 552 812 435 20 143 12 665 3 946 591 7 240 385
5 780 301 2 405 125 123 734 99 248 11 317 430 19 725838
5 825 409 2 402 395 124 390 100 370 10 003 519 18 456 083
8 326 650 3 680 097 199 548 182 525 10 021 377 22 410 196
8 380 855 3670 708 203 423 184 588 9140 474 21 580 048
7 600 735 3536177 131 224 141 582 5914 625 17 324 343
7 662 795 3 542 558 132 707 142 857 5631421 17 112 339
28 724 731 12 978 377 503 838 443 369 39 729 915 82 380 229
28 934 292 12 947 280 510 020 448 056 35 752 102 78 591 7h0
2018 2017
R R
83 358 944 78 591 750
{189 148) (7 038)
4 061 256 3 344 403
344 090 388 634
3711909 3788 479
91 287 DS0 86 106 229

Management information Including contribution income and claims ratios, target market and demographic split, Is reviewed monthly.
There Is aiso a review program that regularly reviews contractual premium and benefit data.
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20. FINANCIAL RISK MANAGEMENT

Several activities expose the Scheme to a variety of financlal risks, including changes In bond and equity market prices and interest rates.
The Scheme's overall rlsk management programme focuses on the unpredictabllity of Investment returns and seeks to minimise
potentially adverse effects on the financial performance of the investments, which the Scheme holds. The Scheme's investment managers
operate in terms of mandates which are approved by the Board of Trustees.

Financial risk factors

Currency risk

The Scheme operates In South Africa and therefore its cash flows are denominated in South African Rand. The Scheme's direct exposure
to currency risk is considered Immaterial.

Market risk
Market risk Is the risk that the value of a financlal Instrument will fluctuate as a result of chanaes in the market place.

Equitles and bonds are reflected at market values, which are susceptible to fluctuations. The Scheme manages its market risk by
employlng the following procedures:
- mandating a specialist fund manager to invest in equities and bonds, where there is an active market and where access is

gained to a broad spectrum of financlal information relating to the Instlitutions invested in;
- diversifylng across a large pool of securities to reduce risk. Investments are according to prescription of the Medical Schemes Act;
and

- consldering the risk-reward profile of holding equities and tonds and bearing the risk in order to improve
returns on assets.

Should the South African bond and equitles move by 2%, assuming all other variables remain constant, and the recent past Is predictive
of the future, the Impact on investment returns and accumulated funds of the Scheme would be as follows:

Market value as a percentage of scheme assets Impact
2018 2017 2018 2017
% % R R
Bonds 36.47% 16.55% 584 178 254 335
Equitles including property unit trusts 23.97% 22.14% 449 266 313171
Total change In accumulated funds 1033 444 567 506

Interest Rate Risk

Interest rate risk is the exposure to movements In interest rates. The Scheme's exposure to interest rate risk is reduced by the fact that
the Scheme holds no interest bearing debt.

The Scheme places funds at both fixed and floating Interest rates. The risk is managed by maintaining an appropriate mix between fixed
and floating rate placings within market expectations and determined mandates. The table below summarises the Scheme's exposure to
interest rate risks In terms of the contractual maturity dates of the underlying investments. Included in the table are the Scheme's
investments In Interest bearing Instruments at carrying amounts, categorised by the earlier of contractual repricing or maturity dates.

Upto1 1-3 3-12 1-5 Qvers
month months months years years Total
R R R R R R

As at 31 December 2018
Cash and cash equivalents 12 248 565 8 580 184 2112 806 - - 22 921 555
Total 12 248 566 8 560 184 2112 806 - - 22 921 556
As at 31 December 2017
Cash and cash equlvalents 18 609 851 8 535618 16 966 070 - - 44 111 539
Total 18 609 851 8 535 618 16 966 070 - - 44 111 539

If Interest rates changed by 2%, assuming ail other variables remain constant, and the recent past is predictive of the future, the impact

on return on Investment and the resulting Impact on the net results of the Scheme Is as follows:

2018 2017
R R
Change in investment Income 282 317 948 300
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20. FINANCIAL RISK MANAGEMENT (continued)

Credit Risk
Credit risk Is the risk of loss arlsing from the inability of a third party to service their debt obligations.

The Scheme's princlpal financlal assets are cash and cash equivalents and trade and other receivables, The Scheme's credit risk Is
attributable primarily to its trade and other receivables. The amounts presented in the statement of financial position are net of
allowances for impalred recelvables. An allowance for impairment is made where there is an identified event which, based on previous
experience Is evidence of a reduction in the recoverability of the cash flows. Cash transactions are limited to high credit quality financlal
institutions. The Scheme has no significant concentration of credit risk, with exposure spread over a number of counterparties and

members.
2018 2017
R R

Trade and other receivables
Fully performing 1 063 643 772 559
Past due and impaired 107 420 37 560

1171063 810 119
Provision for impairment of trade and other receivables (107 420) {37 560)
Trade and other receivables (note 2) 1 063 643 772 559

In order to mitigate this risk, there is a formal policy in place for the treatment of any debt that becomes past due.

A subset of credit risk Is counterparty risk which is the risk that a counterparty is unable to meet its financial and or contractual
obligations during the perlod of a transaction. The financial exposure has been addressed above. Contractual exposure exists with
regards to managed care agreements, administration agreements and Investment mandates. Each of these risk exposures is managed
in the ordinary course of business. Where appropriate, contractual rights, service level agreements and performance management
interventions are In place. It is also relevant to note that the counterparty risk is limited.

Liauiditv Risk

Prudent liquidity risk management implles malntaining sufficient cash and marketable securities. By monitoring the availability of funding
through liquid holding cash positions with various financial institutions, management ensures that the Scheme has the ability to fund ks
day-to-day operations. Liquidity Is further managed by manitering forecast cash flows and ensuring adequate liquid resources to meet its
short term commitments.
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20. FINANCIAL RISK MANAGEMENT (continued)
Llauidity Risk (continued)

The table below analyses the assets and llabllities of the Scheme into relevant maturity groupings based on the remaining period at
statement of financial position date to the contractual maturity date:

Uoto1l 1-3 3-12 1-5 Qver 5
month months rmonths vears vears Total
R R R R R R
As at 31 December 2018
Current assets 73613439 8577 376 2112 806 - -
Trade and other receivables 1 046 451 17 192 - - - 1063 643
Cash and cash equivalents 12 248 566 8 560 184 2112 806 - - 22 921 556
Investments held at fair value 60 318 422 - - - 60 318 422
Current liahilitles 36933 017 1082 478 383 097 - - 38 398 592
Savinas account liability 32 185 155 - - - 32 185 155
Trade and other pavables 3579001 - C = - 3579 001
Qutstandina clalms provision 1168 861 1082 478 383 097 - - 2634 436
Net positive/(negative) liquidity 36 6680 422 7 494 898 1729 709 - - 45 905 029
As at 31 December 2017
Current assets 59 178 539 8 537 952 16 991 578 - - 84 708 069
Trade and other recelvables 744 717 2 334 25 508 - - 772 559
Cash and cash equivalents 18 609 851 B 535618 16 966 070 - - 44 111 539
Investments held at fair value 39823971 - - - 39823971
Current liabilities 34700367 = 364487  ©17 382 - - 35 682 246
Savinas account llabllity 31 324 906 - - - 31 324 906
Trade and other pavables 2 350 889 - = - - 2 350 889
Outstandina claims provision 1024 572 364 497 617 382 - - 2006 451
Net positlve/{negative) liquidity 24 478 172 8 173 455 16 374 196 - - 49 025 823
Falr value estimation
The fair value of publicly traded financial instruments is based on quoted market prices at the reporting date.
20 2017
Carrying Falr Value Carrying Fair Value
amont arpount
R R R R
Cash and cash equivalents 22 921 556 22 921 556 44 111 539 44 111 539
Personal medical savinas assets - - - -
Trade and cother recelvables 1063 643 1063 643 772 559 772 559
Investments held at fair value 60 318 422 60 318 422 39823971 39 823 971
Savinas account liabllitv {32 185 155)| (32 185 155) (31 324 906Y| (31 324 906}
Trade and other pavables (3579 Q01) [3 579 001) (2 350 889) (2 350 B8SY

All financial assets are classifled as level 2 (level 2 is unitised holdings and level 1 is direct equity holdings). Level 2 financial assets are
financial assets whose falr value Is determined by directly observable market Inputs other than Level 1 inputs, these being reference to
published price quotations In an actlve market for the underlying assets.

Breakdown of investments

The Investments managed by the Scheme's Investment manager are split between investments held at fair value through the profit and
loss and cash and cash eauivalents cateacries In the annual financial statements.

2018 2017
Investments held at fair value throuah profit and loss conslst of the followina: R R
Coronation fund Manaaers Investment - 17 7432 780
Prudential Inflation Plus 5% Fund 21 903 482 22080 191
Stanlib Income Fund 20 589 768 s
Allan Grav Medical Schemes Portfolio 17 825 172
Total —L0318422 _ 39823971
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21.

22.

23.

24,

25.

26.

27.

CAPITAL ADEQUACY RISK MANAGEMENT

The Scheme defines Its capital as accumulated funds detailed in the statement of changes In funds and reserves. The Scheme manages
its capltal to ensure that it will be able to continue as a going concern as well as meet the solvenicy ratio of 25%, as regulated In the
Act.

The Schemes' sclvency at the end of 2018: 37.89% (2017; 40,14%).

The Scheme manages its funds by utilising the expertise of Investment managers to maximise return on Investments and maintain an
acceptable level of risk. Investment managers are guided by mandates issued by the Board of Trustees. In addition, careful
consideration is given to the impact on accumulated funds when preparing future year benefit options.

COMMITMENTS

There were no capital commitments as at 21 December 2018 (2017: nil).

CONTINGENT ASSETS

The Scheme has approximately R3.4m (2017: R3.4m) In recoveries outstanding from the Road Accldent Fund {RAF) for claims pald on
behalf of members. The likelihood of recovery of these amounts is not certain, and the Trustees have elected not to recognise a receivable
on the statement of financial position as any future recoverias are highly contingent on multiple factors, The Trustees consider, based on
past experience, that the receivable, were It to be recognised would be substantially impaired.

GUARANTEES

No guarantees either from or to third parties existed at 31 December 2018 {2017: nil).

SUBSEQUENT EVENTS

No events have occurred subsequent to the end of the reporting period that affect the annual financlal statements and that the Board of
Trusteas believe should be brouaht to the attention of the members of the Scheme.

NON-COMPLIANCE WITH THE MEDICAL SCHEMES ACT

The Trustees are of the opinion that there are no rmaterial deviations from the Act.

Not all premiums are received within three days as required by the Act. There are sufficient credit control policles to minimise the risk of
non-recoverabllity. This risk is further reduced by the fact that the Scheme Is a restricted scheme with the majority of the members
having a direct link to the employer pay point.

Claims are generally paid within 30 days of receipt but due to certain procedures such as dlinical auditing, certain claims may be paid after
30 days of receipt.

Section 35(8) (c) of the Act states that a medical scheme shall not Invest any of Its agsets in any administrater. The Scheme’s investment
funds are managed by independent third party asset managers. They have a discretionary mandate to achleve their target. Given this
approach, the Scheme may be exposed to shares in an administrator from time to time. As a precuation the Scheme made application
and was granted exemption from complying with this requirement by the Councll for Medical Schemes. Qur application was submitted on
11 April 2018 (2017: 15 March 2017) for which exemption was granted until 30 April 2019 (2017: 5 April 2018). On the $35(8){c) non-
compllance the scheme had investments in MMI (AG and Stanlib) and Lberty (Stanlib) at year-end which Is what constitutes the non-
compllance.

GOING CONCERN
The Councll for Medicai Schemes announced in 2017 that it intends to consolidate smailer schemes Into bigger risk pools In crder to align
with the longer-term funding objectives of the National Health Insurance Scheme. This is, however, likely to face many challenges before

It becomes reality and there Is no indicatlon that this will occur in the short to medium term. The Scheme is financially sound. These
annual financial statements, avallable cash rescurces and forecasts support the viability of the Scheme as a going concern.

Page 28



